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OATH OR AFFIRMATION

1. DA VIiD M PAR K , swear (or affirm) that, to the best of
my knowledge and balicf the agcompanying financial staterpent and supporting schedules pertaining to the firm of
ety antal cokse AR , as
of %UA‘D Vd / U N . 20_‘_3___, are true and correct. 1 further swear (or affirm) that
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This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Conditien.

(c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

G) A Reconciliation, including appropriate explanstion of the Computation of Net Capita) Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. -

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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SECURITY CAPITAL BROKERAGE, INC.

STATEMENT OF FINANCIAL CONDITION
As of December 31, 2012

ASSETS

Cash and cash equivalents
Property and equipment, net of accumulated depreciation of $5,113
Deposits

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Accrued payroll

Accrued expenses
Accounts payable

Total current liabilities

Stockholder's equity
Common stock, no par value, authorized 1,000 shares;
200 shares issued and outstanding
Additional paid in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes.
-3-

$ 509,977
4,174
27,000

$ 541,151

$ 66,039
6,249
1,949

74,237

66,350
400,564

466914

$ 541,151



SECURITY CAPITAL BROKERAGE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2012

Organization and description of business

Security Capital Brokerage, Inc. (the “Company”), a registered broker-dealer and member
firm of the Financial Industry Regulatory Authority (“FINRA”), Securities Investor
Protection Corporation (“SIPC”) and the Municipal Securities Rule Making Board
(“MSRB”), is a Georgia S Corporation formed to provide brokerage services primarily to
institutional investors in equities.

Summary of significant accounting policies

Basis _of accounting - The accompanying financial statements of the Company have been
prepared on the accrual basis of accounting and accordingly reflect all significant
receivables, payables, and other assets and liabilities in accordance with accounting
principles generally accepted in the United States of America.

Revenue _recognition - Security transactions are recorded on a trade date basis.
Commission income and expenses are recorded on the settlement date and management
fees are recorded on the offering date.

Cash_and_cash_equivalents - The Company considers all cash and money market
investments with maturities of three months or less to be cash equivalents.

Property and equipment - Property and equipment are recorded at acquisition cost in
accordance with the guidance of FASB ASC 360. Expenditures for maintenance and repairs
are charged to operations as incurred. Property replacements and betterments which
extend the life of the asset are capitalized and subsequently depreciated. When the assets
are sold or retired, the cost and accumulated depreciation are removed from the accounts
and the resulting gains or losses are included in operations. For financial reporting
purposes, the Company provides depreciation on property and equipment using the
double declining balance method over the estimated useful lives of the respective assets,
primarily 5 years.

Advertising costs - The Company expenses advertising costs as incurred. For the year
ended December 31, 2012 no advertising expense was incurred.

Use of estimates - Management uses estimates and assumptions in preparing
financial statements in accordance with generally accepted accounting principles.
These estimates and assumptions affect the reported amounts of assets and
liabilities, and the reported revenues and expenses. Actual results could vary from
the estimates that were assumed in preparing the financial statements.

Accounts receivables and bad debts - Accounts receivable represents amounts due to the
Company for services performed. If amounts become are determined to be uncollectible,
the receivables are charged to operations when that determination is made. As of
December 31, 2012, there was no accounts receivable or related bad debts.
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SECURITY CAPITAL BROKERAGE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2012

Su of significant accounting policies (continued

Income taxes - The Company has elected to be taxed as an S Corporation for income tax
purposes. Accordingly, no provision for income taxes has been recorded in the
accompanying financial statements as the tax effects of the Company’s activities are the
responsibility of its shareholder.

FASB ASC topic 740, Income Taxes, requires the evaluation of tax positions taken or
expected to be taken in the course of preparing the Company’s tax returns to determine
whether the tax positions would “more-likely-than-not” be sustained if challenged by an
applicable tax authority. Tax positions not deemed to meet the “more-likely-than-not”
threshold would be recorded as a tax benefit or expense in the current year. The
Company evaluates its uncertain tax provisions using the provisions of FASB ASC topic
450, Contingencies. Management believes that there are no material uncertain tax
positions that should be accrued as of December 31, 2012. The Company is no longer
subject to examination by taxing authorities for years prior to 2009.

Fair value measurements - The Company determines the fair value of financial instruments in
accordance with FASB ASC topic 820, Fair Value Measurements and Disclosures, which defines
fair value, establishes a framework for measuring fair value in generally accepted accounting
principles, and expands disclosures about fair value measurements.

FASB ASC topic 820, Fair Value Measurements and Disclosures, defines fair value as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. In determining fair value, the
Company uses various methods including market, income and cost approaches. The
Company utilizes valuation techniques that maximize the use of observable inputs and
minimizes the use of unobservable inputs.

As a basis for categorizing these inputs, FASB ASC topic 820, Fair Value Measurements and
Disclosures, establishes the following hierarchy, which prioritizes the inputs used to measure
fair value from market based assumptions to entity specific assumptions:

e Level 1: Inputs based on quoted market prices for identical assets or liabilities in
active markets at the measurement date.

* Level 2: Observable inputs other than quoted prices included in Level 1, such as
quoted prices for similar assets and liabilities in active markets; quoted prices for
identical or similar assets and liabilities in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data.

e Level 3: Inputs reflect management’s best estimate of what market participants

would use in pricing the asset or liability at the measurement date. The inputs are
unobservable in the market and significant to the instrument’s valuation.
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SECURITY CAPITAL BROKERAGE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2012

‘Summary of significant accounting policies (continued)

Fair value measurements (Continued)

The requirements of FASB ASC topic 820, Fair Value Measurements and Disclosures, do not
have a material impact on the Company’s financial statements. As of December 31, 2012,
there are no financial instruments measured using fair value.

New_accounting pronouncenents - In June 2011, the FASB issued Accounting Standards
Update (“ASU”) No. 2011-05, Comprehensive Income (Topic 220) Presentation of Comprehensive
Income, which requires entities to present net income and other comprehensive income in
either: (a) a single continuous statement (i.e., statement of comprehensive income), or (b)
two separate, but consecutive , statements of net income and other comprehensive income.

Subsequent events - The Company has evaluated subsequent events through the date and
time the financial statements were issued on February 25, 2013.

Net capital requirements

As a registered broker dealer, the Company is subject to the Securities and Exchange
Commission Uniform Net Capital Rule 15¢ 3-1 (“Rule 15¢ 3-1”). The rule states, in part, that
a broker or dealer that does not receive, directly or indirectly, or hold funds or securities for,
or owe funds or securities to, customers and does not carry accounts of, or for, customers is
required to maintain minimum net capital 6-2/3% of aggregate indebtedness, or $100,000,
whichever is greatest. As of December 31, 2012, the Company has net capital of $460,740 as
defined by Rule 15¢ 3-1, which exceeds its requirement of $100,000 by $360,740.

Concentrations of credit risk

The Company maintains cash balances at banks and other financial institutions. At
various times during the year these balances may exceed Federal Deposit Insurance
Corporation (FDIC) limits of $250,000. As of December 31, 2012, these balances did not
exceed FDIC limits.

Leases
The Company leases office space and equipment in an operating lease agreement expiring
in August 31, 2013. Minimum lease payments are made monthly in the amount of $1,718.

Future minimum rental payments under the Company’s non-cancellable operating lease
are $13,744 in 2013.

The Company had rental expense of $32,899 for the year ended December 31, 2012.



SECURITY CAPITAL BROKERAGE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED DECEMBER 31, 2012

6. Property and equipment

Property and equipment at cost as of December 31, 2012 consists of the following

classifications:
2012
Computer hardware $ 6,621
Office furniture 1,167
Server 1,499
Accumulated depreciation (5113)
$ 4,174

Depreciation expense charged to operations totaled $1,857 for 2012.

7. Defined contribution plan

The Company has a defined contribution plan covering all eligible employees
qualifying under Section 401(k) of the Internal Revenue Code. Under the
provisions of the plan, participating employees may elect to contribute specific
amounts of their salaries to a trust for investment. For the year ended December
31, 2012, contributions to the plan totaled $17,000.

8. Simplified employee pension plan

The Company has a simplified employee pension (SEP) plan covering all eligible
employees. Under the provisions of the plan, participating employees may elect to
contribute specific amounts of their salaries to a trust for investment. For the year
ended December 31, 2012, contributions to the plan totaled $33,000.
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